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COUNCIL ON WAGE AND PRICE STABILITY
An inflation update that deals with developments during the first eight months
of the year has been issued by the Council. This is the second update
issued by the Council this year. It analyzes wage and price developments
during the first eight months, examines the recent slowdown in U.S.
productivity growth, and documents the depreciation of the U.S. dollar
against various currencies and discusses the implications of these
developments for domestic inflation. Copies of the report and further
information are available by calling 202/456-6757.
In a related development, CCWPS Director Barry Bosworth stated in
Washington that if the Carter Administration’s new anti-inflation initiatives
fail, the nation would be forced to choose between mandatory wage-price
controls and a recession. It is expected that the President will announce
"Phase II" of his anti-inflation plan this week. It is believed that this
voluntary plan will include a 7 per cent ceiling on wage increases and a
5.75 per cent cap on price increases. Opposition to mandatory controls
remains firm. Commenting on Mr. Bosworth’s speech, Sen. William Proxmire
(D-Wis) stated "there is no way Congress will pass such controls, short of
war, in the forseeable future."
ENERGY, DEPARTMENT OF
Final approval was given to the controversial National Energy Program just as
the Congress adjourned. The energy package was almost defeated by House
and Senate opponents of the natural gas pricing bill who had tried to
arrange a separate vote on that portion of the package. As approved by the
Congress the package contains five parts: a weakened energy tax bill that
contains credits for homeowners, business and energy producers, but drops
the proposed crude oil equalization tax; a natural gas pricing provision
that contains complex pricing provisions and allows for deregulation of new
natural gas in 1985; a general conservation plan with loans for homes and
industry; coal conversion legislation designed to make utilities and
industries use fuels other than oil and natural gas; and the utility rate
reform program which will establish voluntary guidelines on rates and
pricing for state utility commissions.
A summary of GAO audit activity in the energy field has been published. The
GAO report, entitled "GAO Work Involving Title V of the Energy Policy and
Conservation Act of 1975," contains a description of various reports issued
on audits conducted on the books and records of private persons and companies
involved in energy-producing activities. Copies of the report are available
from the GAO for $1.00 (EMD-78-88, 10/4/78).
FEDERAL HOME LOAN BANK BOARD
Proposed rules on conversions from mutual savings and loan associations to the
stock form of organization by means of subscription offerings have been
published in the 10/19/78 Fed. Reg., pp.48956-80. The proposed amendments
would increase accountholder participation, eliminate individual concen
trations of stock shares, place new controls on Savings and Loan officers
and directors, and develop new after market controls to serve the public
interest. Comments on these proposed rules are due by 11/20/78. For
further information contact Douglas Faucette at 202/377-6410.
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FEDERAL RESERVE BOARD
A major bank regulatory bill was enacted in the final week of the 95th Congress.
The bill (H.R. 14279) provides the financial institution supervisory agencies
with improved and additional powers over depository institutions.
It places
limitations on loans by commercial banks to insiders and prohibits inter
locking directorships under certain circumstances. A "Federal Financial
Institutions Examination Council" is created and charged with establishing
uniform principles and standards and report forms for the examination of
banks within the Federal bank regulatory system.
There is a special title on governmental agency access to individual
account holder information permitting an individual to challenge requests
for access.
It establishes five procedures to govern access to individual
bank records, including a new SEC administrative subpoena.
Another important title in the bill provides legislative framework to
the expanding EFT field. The bill creates a framework defining the
liabilities and responsibilities of all participants in electronic fund
transfers including the matter of system access. Earlier drafts of the
legislation raised a Potential question of auditor access: however, as
approved by the Congress, the rulemaking authority of the FRB provides
sufficient latitude to permit continued access for audit purposes.
HEALTH, EDUCATION, AND WELFARE, DEPARTMENT OF
Interim final regulations on grants to teaching facilities for the development
of educational programs in family medicine have been published (see the
10/16/78 Fed. Reg., pp. 47694-701). The regulations prescribe the record
keeping, audit, and inspection requirements for grantees and are effective
immediately.
In addition to the regulations, the Department has published
recommendations and guidelines to help establish a medical records system
suitable for audit that assures systematic records review. Comments on
these regulations are requested by 12/15/78. For more information contact
Robert F, Knouss, M.D., at 202/436-6418.
LABOR, DEPARTMENT OF
Reorganization Plan No. 4 which deals with the jurisdictional responsibilities
under the Employee Retirement Income Security Act has been approved by the
Congress The plan, which outlines the transfers in responsibility that
will be made between DOL and the Treasury, was printed in the 10/17/78
Fed. Reg., pp.47713-18.
NATIONAL CREDIT UNION ADMINISTRATION
Proposed rules on credit union participation in investment activities have been
published in the 10/17/78 Fed. Reg., pp.47731-347 The rules would restrict
Federal credit union involvement in unauthorized or unsafe investment
activities. The proposals also contain examples of the accounting entries
for various permissible investment activities. Comments on these proposed
rules are due by 12/15/78. For further information contact Robert Schafer
at 202/254-8760.
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PENSION BENEFIT GUARANTEE CORPORATION
Proposed rates and factors to be used for valuing benefits of pension plans
terminated on or after 6/1/78 but before 9/1/78 have been published (see
the 10/11/78 Fed. Reg., pp. 46808-09). The proposed rates are identical
to those in effect for plans that terminated between 6/1/78 and 8/31/78.
PBGC actuarial tables used to value annuities for this earlier period
can be found in Section 4 of Publication No. PBGC 504. More information
on these proposed regulations is available by calling 202/254-4817.
SECURITIES AND EXCHANGE COMMISSION
Applicants are being sought for the position of Deputy Chief Accountant at
the Commission. Candidates must have a CPA certificate and three years
of professional accounting experience which demonstrates management skills,
comprehensive knowledge of general accounting and auditing theory, know
ledge of current developments, trends, and issues in the accounting field,
and oral and written advocacy skills. Knowledge of the securities industry
and management accounting will also be considered. Duties include assisting
in supervising the office staff, developing and interpreting accounting and
auditing rules and policy , and representing the Commission in contact with
professional groups and organizations. The grade level for the position
is GS-16 or GS-17, $44,756-$47,500 per year. Candidates should submit
application forms (SF-171) to William Ford, Room 750, SEC, 500 N. Capital
Street, Washington, D.C. 20549 no later than 11/13/78.
Procedures designed to review proxy materials for disclosure of anti-takeover
proposals have been released (Rel. No. 34-15230). The release, which takes
the form of staff instructions and reflects only the views of the staff of
the Division of Corporation Finance, is designed to aid registrants in
preparing proxy information of the upcoming proxy season. The instructions
recommend that companies disclose the specific takeover attempts, reasons
for the proposal, how the anti-takeover proposal would work, and whether
the board has voted on the proposal.
SMALL BUSINESS ADMINISTRATION
"Simple Breakeven Analysis for Small Stores” is the title of the latest small
marketers aid issued by the SBA. Written by a retired CPA, the pamphlet
is designed to provide business owners and counsellors with a reliable
financial planning method.
It discusses a simplified method of calculating
the breakeven point for a small retail operation. Copies of this aid, SMA
166, and other related publications are available free from the Washington
headquarters of the SBA and from field offices.
TREASURY, DEPARTMENT OF
Tax cut bill H.R, 13511 was approved by the House and Senate on 10/15/78 after
last-minute compromises were reached on several controversial provisions.
The new tax bill contains some important reductions in the taxes on
capital gains. The bill will increase the percentage of long-term capital
gains excluded from taxable income from 50% to 60%. The current alternative
tax of 25% on the first $50,000 of capital gains for individuals will be
repealed for 1979. The maximum corporate capital gains tax rate will be
reduced from 30% to 28%. A one-time, up to $100,000 exclusion of gain
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from th e sale or exchange of a principal residence will be available for
those who are 55 years of age or older. The current rollover provision
for gains on the sale of a principle residence will be broadened to assist
people who must move in connection with their employment. Carryover of
a decendent's basis in an asset to his heirs and assigns (enacted by the
Tax Reform Act of 1976) will be deferred through the end of 1979. Capital
gains will be removed from tax preferences which reduce the amount of
personal service income eligible for the 50% maximum tax.
The Federal Tax Division is preparing more detailed reports on the
tax bill for publication in the Tax Adviser and the Journal of Accountancy.
Proposed rules on the involuntary conversation of real property have been
published in 10/17/78 Fed. Reg., pp.47753-54. The proposal contains a
special rule on the time within which involuntarily converted real property
held for productive use in trade or business or for investment must be
replaced in order to qualify for non-recognition of gain. Comments and a
request for a hearing on this proposal are due by 12/18/78. For more
information contact David B. Cubeta at 566-3926.
SPECIAL:

RECENT CONGRESSIONAL DEVELOPMENTS AFFECTING THE PROFESSION

Last week, Sen. Thomas Eagleton (D-Mo) discussed his concerns with members of
the Missouri Society of CPAs. In his prepared remarks he noted that the
accounting profession has made some good progress toward reform and
specifically noted that the changes at the FASB represent "an impressive
start". He did feel, however, that the changes within the AICPA "appear
to be fairly short of what people outside the profession believe is
necessary." Nevertheless he added that the "jury is still out" and that
he is awaiting the Public Oversight Board’s report and as well as a
report by the Federal Trade Commission which may respond to his expressed
concerns. The three areas of primary concern which Sen. Eagleton feels
needs to be addressed are: the question of legal liability for negligence;
scope of management services to audit clients; and the question of whether
auditors should be responsible for reporting criminal or illegal business
activities to persons or agencies outside of the client company.
On the House side, Chairman John E. Moss issued a blistering press
release in connection with a GAO report he had requested concerning the
effectiveness of the SEC’s oversight responsibilities over the National
Association of Securities Dealers. The report charged that the SEC had
failed to deal "aggressively enough" with problems of overseeing the
NASD. The GAO recommended improvement in SEC follow-up of reported
violations. Chairman Moss concluded from the report that "the findings
of the GAO leave no doubt that the quality of the SEC’s oversight over
the NASD is poor and far less than Congress intended. To expect the SEC
to exercise vigorous oversight over a self-regulatory organization patterned
after the NASD for the accounting profession, without legislative mandate,
would be dreaming."
In a related matter, Ted Barreaux, AICPA Washington Vice-President,
has received a letter from the Chairman of the Consumer Protection and
Finance Subcommittee, Rep. Bob Eckhardt (D-Tex) in which he encourages
the accounting profession "to continue along the path of reform" it has
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been following. He added that he is "generally pleased" by the actions
taken by the profession, and went on to say that he personally sees
no need for Federal legislation so long as their changes continue.
Nevertheless, he believes that his Subcommittee, which has legislative
jurisdiction over the securities laws, should continue to monitor these
developments closely. One means might be to conduct oversight hearings
on the SEC's activities in this area; another might be to consider the
matter when his Subcommittee reaches the accounting sections of the pro
posed federal securities code which is nearing completion and will be
submitted to Congress by the American Law Institute.

For additional information contact:
Steven Woolf or Susan Retter
202/872-8190
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